

















Abstract.	Syndicated	 loan	agreement	allows	 for	 lenders	often	 from	different	 jurisdictions	 to	 finance	 the	borrower	and	 its	project	 for	which	 the	 loan	 is
granted.	The	syndicated	loan	agreement	comprises	of	tax	clauses	designed	to	regulate	situations	in	which	any	funds	transfer	under	the	loan	agreement






















the	 banks	 usually	 uptakes	 the	 role	 of	 syndicate	 agent,	 acting	 both	 as	 a	 representative	 of	 the	 bank	 syndicate	 and	 responsible	 for	 financial	 operations
stipulated	by	the	parties	of	loan	agreement	between	banks	acting	as	lenders	and	the	borrower.	Both	in	practice	and	in	literature	on	the	subject,	two	basic
types	of	banking	syndicate	are	differentiated,	a	credit	consortium	constructed	for	purpose	of	granting	a	single	loan	to	a	specified	entity.	Second	type	is	a









determined	 in	 respect	 to	 the	 agreements	 concluded	 between	 the	 country	 of	 borrower’s	 residence	 and	 the	 country	 of	 tax	 residence	 of	 the	 individual
borrower	–	participant	of	bank	syndicate.	
	
For	 the	purpose	of	determining	whether	Corporate	Income	Tax	should	be	applied	to	payments	made	under	 the	a	 loan	agreement	 to	 the	syndicate	agent
firstly	the	tax	residency	should	be	established.	Secondly	it	should	also	be	established	if	the	payments	made	to	the	syndicate	agent	should	be	considered	to






















































bank	 syndicate.	The	gross-up	mechanism	has	one	 significant	purpose	of	 eliminating	 the	negative	effects	 for	 the	banks	 resulting	 from	withholding	 tax.
Economically	it	also	constitutes	a	justified	service	for	the	borrower	to	pay	additional	amount	of	interest	under	the	gross-up	mechanism.	Through	executing
the	loan	agreement	the	borrower	agrees	that	the	additional	costs	resulting	from	the	obligation	to	pay	withholding	tax	will	be	charged	to	the	borrower	[8].
Even	 though	 in	 general	 syndicate	 banks	 are	 liable	 for	 additional	 costs	 in	 relation	 to	 loan	 agreement	 [9].	 In	 other	 words,	 the	 conclusion	 of	 the	 loan
agreement	is	a	prerequisite	for	obtaining	payments	from	the	loan	agreement	in	terms	of	the	increased	amount	of	interest	in	the	event	of	taxation	of	interest

















agreement	 shall	 be	 deemed	 not	 to	 include	 VAT	 [11].	 This	 general	 rule	 applies	 to	 any	 payments	 including	 repayments,	 interests	 and	 any	 additional
commissions	 due	 to	 the	 banks	 in	 accordance	with	 loan	 agreement.	However,	 if	VAT	 is	 chargeable	 on	 any	 supply	made	 by	 any	 of	 the	 parties	 of	 loan



























to	 the	 syndicate	 agent,	 after	 the	 providing	 the	 syndicate	 agent	 with	 the	 report,	 before	 the	 proposed	 utilization	 date.	 Furthermore	 the	 loan	 agreement
stipulates	that	the	final	repayment	of	the	VAT	loan	shall	take	place	not	later	than	on	the	VAT	loan	final	repayment	date,	using	specific	funds	as	specified	by
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